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Now and then one of the friends  of the Na-
tional Bureau urges us to spend some of our 
energy on the analysis of current business con-
ditions.  This interest in the state of the econ-
omy  is  understandable,  especially  at a  time 
like the present.  The direction in which the 
economy  is  moving currently is  a  matter of 
serious concern to all persons charged with the 
management of  affairs,  large  or small.  Any 
clue we could provide to the course of events 
during  the  weeks  and  months  ahead  of  us 
would be of immediate practical value. 
Yet the National Bureau holds fast to the 
program of basic research mapped out at its 
inception.  We  continue  to  devote  ourselves 
largely  to  broad,  persistent  economic  ques-
tions.  Our object  is  to ascertain  important 
economic facts, to uncover fundamental prin-
ciples ·of economic behavior - facts and prin-
ciples that will be of use in dealing with every 
major problem  of policy.  And such  results 
cannot be secured easily.  By their very nature, 
the studies we undertake cannot promise quick 
guidance  to those who  must  make  their de-
cisions today. 
It goes without saying that we would like to 
be of immediate help to those around us.  We 
are irked no less than others by the slow pace 
of our work.  At least as keenly as  they, we 
are aware  of the "general"  character of our 
results and the frequency with which we label 
them "tentative."  It is not indifference to the 
importance of current economic anaIysis that 
leads us to resist the pressures to take a hand 
in it Nor is it because we wish to keep above 
the heat and dust of the life about us, for the 
pressures come also from within ourselves. 
We concentrate on basic economic research 
because  we  believe  that in this  way  we  can 
make the best contribution of which  we  are 
capable  to  the  analysis  of  current  business 
conditions - not imme~tely, to be sure, but 
in the long run. 
In support of this belief there is the lesson 
This report was presented at the annual meeting of 
the Board of Directors of the National Bureau, held 
in New York City February 27, 1956.  I am greatly 
indebted to my colleagues for helpful suggestions on 
Part One, and to Geoffrey H. Moore for advice and 
assistance on Parts Two and Three as well. of experience.  The basic work we have done 
in the past is being widely used by others in 
their day-by-day  analysis  of business  condi-
tions.  The value these applications now yield 
and may continue to yield in the future could 
not have  been realized had we  diverted  our 
attention in the past to the immediate  ques-
tions of those days. 
There is  a second reason.  The ability  of 
men to judge the present state of the economy 
and trace its tendencies into the future is far 
from  satisfactory.  This, perhaps, is  why we 
are asked to join in that difficult task.  But the 
implication we draw is not that of prompt ac-
ceptance  of  the  request.  There  is  painfully 
much still to be learned about the basic fea-
tures  of our economy.  We  have  a  staff  ex-
perienced  in  such  work  and  devoted  to  it. 
Whatever we  can do today to expand tested 
economic  knowledge  is  an  investment  that, 
with all its risks, is likely to pay larger social 
dividends than any current analysis that might 
engage our energies. 
Let me illustrate our experience with an ex-
ample or two of the uses  being made of our 
work in current business analysis; and put be-
fore  you  one  or two  of the basic  questions 
which, if  answered, might strengthen our abil-
ity to judge the trend of economic events. 
I 
The year 1955 closed with the American peo-
ple standing,  we  have  all been told,  at "the 
threshold of a 400 billion dollar economy" -
measured  in  terms  of annual  gross  national 
product After provision for capital consumed, 
and after other adjustments to determine net 
income, the nation's total earnings in produc-
tion in the last quarter of the year came to an 
annual rate of some 330 billion.  Of this, 300 
billion went in the form  of personal income 
to families (including unattached individuals). 
A figure of such size is hard to grasp.  Let 
us therefore see what family income and re-
lated figures mean per family. In the last quar-
ter of 1955, then, income per family averaged 
about  $5,750  on an annual  basis.  Income 
taxes took about $650, leaving disposable in-
come of about $5,100.  Personal consumption 
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expenditures were  running at an annual rate 
of $4,750 per family.  The balance is  family 
savings.  These savings were  financing  about 
two-thirds of the additions being made to the 
nation's stock of housing, business plant and 
equipment,  and inventories,  with the rest fi-
nanced  out  of  corporate  savings.  Families 
were, of course, borrowing as well as lending 
and investing - though doing more of the lat-
ter, on the average - and in the fourth quarter 
of  1955  the  net  mortgage,  instalment,  and 
other consumer debt was increasing at an an-
nual rate of over $400 per family. 
We know also that toward the end of 1955 
families were receiving incomes of about $400 
more than a ye~  earlier, were paying income 
taxes  of about $40 more,  were  spending for 
consumption  about  $300 more,  were  saving 
about $50 more, and that these savings were 
net of an additional $80 of debt accumulation 
- all at annual rates. 
These  are enough to  indicate the kind  of 
figures we can follow and the kind of story we 
can read from month to month or quarter to 
quarter if we wish.  We are close to being up 
to date  on statistics  that reveal  the  average 
economic position of many millions of families 
and many  thousands  of business  enterprises 
and governmental units.  Figures on the na-
tion's economic activity are common currency 
today.  They appear in virtually every analysis 
of current business conditions. 
Not many years ago - we need go no further 
back than the early  1930's - not one of the 
measures I have cited was available on a cur-
rent basis.  During the prolonged contraction 
in business that began in 1929 we had no regu-
lar reports on gross  national product or na-
tional income; we had no current estimates -
or even clear notions of the meaning - of in~ . 
vestment or savings; we had only vague ideas 
of the volume of consumer spending or pur-
chases  by  government;  we  knew  little  of 
changes in consumer debt.  Even the direction 
of  movement of aggregate  economic activity 
from season to season, let alone from month 
to month, was not clear.  Some of us can recall 
the wide variety of guesses about the severity 




uncertainty and fear that surrounded individ-
ual families, businessmen, and responsible gov-
ernmental  officials  who  had  to  make  their 
plans  and carry on their functions in heart-
breaking darkness. 
It  was not, in fact, until the Department of 
Commerce began to publish annual estimates 
of national income in 1935 that a comprehen-
sive measure of economic activity of the sort 
we now take for granted became available on 
a regular basis.  Monthly estimates of income 
payments began to be issued in 1938; annual 
and then quarterly reports on gross national 
product  and  its  components,  not  until  the 
1940's. 
Let us recall the events leading up to the 
appearance of regular official estimates of na-
tional  income  and product and their  major 
components, for this provides my first illustra-
tion of how the National Bureau's basic work 
has contributed to current business analysis. 
In  1920  the  Board  of. Directors  of  the 
National Bureau selected for the new organi-
zation's first project the subject of national in-
come.  The choice was made because national 
income was "a subject of fundamental impor-
tance  in which  the  truth is  hard  to  find." 
Further, it was "an aspect of the whole econ-
omy"  that  "provided  a  framework  within 
which economic factors could be seen in their 
organic  relation  to  one  another."  That  is, 
study  of national income  could provide  an-
swers  to some  of the crucial  questions  that 
troubled people - the level of average income, 
whether it was growing as rapidly as the popu-
lation,  in  what  proportion  different  sources 
contributed to it, how it was distributed among 
individuals, how the total and its parts fluctu-
ated with changes in business conditions; and . 
study of income could build a base from which 
further investigation of these and related ques-
tions - all dealing with fundamental features 
of the economy - might proceed.  It was basic 
economic research of the sort which needed 
doing,  and which  the  National  Bureau had 
been organized to do. 
The two volumes on national income during 
1909-1919 that Mitchell, King,  Knauth, and 
Macaulay  prepared  were  soon  followed  by 
complementary studies of the distribution  of 
income among states by Knauth and Leven. 
A  revision and extension of basic sections of 
the original study came in 1930 with King's 
volume on National Income and Its Purchas-
ing Power.  These reports helped establish the 
practicability of estimates of national income 
and its distribution and behavior which could 
be widely accepted as reliable and put to use 
by persons with different purposes in mind. 
The usefulness of national income estimates 
was  soon to be recognized by the Congress. 
In 1932 the Senate asked the Department of 
Commerce to prepare official estimates of na-
tional  income  for  1929-1931,  in  order  to 
measure the severity of the great contraction 
under way  and  ascertain its  impact  on the 
various sections of the economy. The National 
Bureau was invited to cooperate in the work, 
and Simon Kuznets of the National Bureau's 
staff went to the Department of Commerce to 
plan  and supervise  the study  and write  the 
report. 
Almost  at  the  same  time,  in  December 
1932, the Committee on Credit and Banking 
of the Social  Science  Research Council out-
lined a  program of studies in banking policy 
and credit control in relation to economic sta-
bility.  The first stage of inquiry proposed was 
a statistical study of the formation of capital. 
There were then no reliable facts available on 
the aggregate  volume or composition of this 
item, so significant for economic  stability as 
well  as  economic growth.  Even a  historical 
record of investment was lacking.  A few years 
earlier, when Mitchell was writing his Business 
Cycles: The Problem and Its Setting,  he was 
not able  to  include  information  on  capital 
formation as such - a gap in the basic data of 
which he was  keenly aware.  While he could 
guess the average annual volume of total capi-
tal  formation  from  figures  on savings,  and 
could estimate the relative importance of the 
different types of capital goods in the stock of 
national wealth, he knew little more: the rela-
tive  importance of home-building and other 
construction, equipment purchases, inventory 
accumulation,  foreign  investment,  and  pro-
duction of consumer durables - their rate of 
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-growth - their  lluctuations - these  were  still 
to be determined. 
The Committee asked the National Bureau 
to study these  questions.  The offer was  ac-
cepted, and in January 1933 Kuznets, who was 
bringing the Department of Commerce study 
of national income to a  close,  took over its 
direction.  What he was learning in the study 
of income led him to broaden the scope of the 
capital formation project to cover the produc-
tion of all types of commodities and thus make 
it possible  to fit  capital formation  into  the 
structure  of  accounts  underlying  national 
product  and income.  Two  notable  volumes 
resulted, National Income and Capital Forma-
tion and Commodity Flow  and Capital For-
mation, as well as several bulletins presenting 
preliminary results. 
While  Kuznets  was  working  on his  later 
National Income and Its Composition, Shaw, 
who  had assisted him  in the earlier studies, 
turned to a study of commodity flow and capi-
tal formation in the period between the Civil 
War and World War I  (published as Value of 
Commodity Output since 1869).  When the 
Department of Commerce, which had already 
initiated regular annual and then monthly sup-
plements to the earlier report on national in-
come, decided to add complementary data on 
capital formation and commodity flow,  Shaw 
left  to  join  the  Department's  staff  to  take 
charge  of that section  of their work.  Since 
then, as we all know, there have appeared the 
famous July 1947 Supplement to the Survey 
of Current Business, which presented an inte-
grated collection of national income and prod-
uct statistics - including  capital formation-
for the United States during 1929-1946; and 
the equally  valuable July  1951  Supplement, 
which presented the detailed basis of the esti-
mates.  We now have at our disposal frequent 
periodic  reports  on  capital  formation,  con-
sumer expenditures,  governmental  purchases 
of goods and services, total national product, 
personal income, and related magnitudes. 
Other examples of current economic statis-
tics in which the National Bureau has  had a 
hand might be added, but I have said enough 
to make my point.  We do well to concentrate 
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on basic studies.  Only these can point to the 
kind of information needed to assess the cur-
rent economic scene.  It is in such studies that 
concepts are thought through, sources of data 
examined and compared, methods of combin-
ing  and reducing  data  tested,  biases  deter-
mined, significance  explored.  Before  ''facts'' 
can be reported regularly, much work needs to 
be  done.  We have far to go  before further 
work of this sort is no longer necessary. 
Indeed, continuing work needs to be done 
even on existing material.  The development 
of good economic statistics is an endless task. 
Concepts need to be reviewed and revised as 
our understanding deepens,  as  new data ap-
pear, as standards of accuracy rise and needs 
expand, and as the march of events makes cur-
rent measures less satisfactory approximations 
to the quantities we  are trying to determine. 
An example is the current measure of personal 
savings.  This allows for increases in consumer . 
instalment debt but does not take into account 
the additions to consumers' assets that are fi-
nanced by the debt.  When automobiles and 
other equipment constituted a  small item in 
consumers' budgets and the practice of instal-
ment financing was of modest proportions, this 
inconsistency was of little moment.  But that 
seems no longer to be true:  as Goldsmith's 
calculations suggest, inclusion of net increases 
in holdings of consumer durable goods would 
put personal savings in recent years at a level 
considerably higher than is shown by the cur-
rent measures, and the pattern of year-ta-year 
changes in percentage of income saved might 
be significantly  altered.  In his  study of the 
consumption function Friedman defined sav-
ings in the more inclusive fashion. 
Whenever  we  use  existing  information in  . 
our studies we subject it to critical review and 
thus  suggest  improvements.  The appendices 
to our reports that contain our observations on 
the quality of the data utilized are, we know, 
read with interest by the compilers of those 
data.  Our conferences also contribute.  A few 
months ago the Conference on Research in In-
come and Wealth spent two days examining 
the  national accounts  of the Department of 
Commerce.  One of the  questions  discussed 
l .J. 
was the concept of personal savings.  All who 
participated - the staff of the National Income 
Division  of  the  Department  of  Commerce, 
other government officials,  university profes-
sors, business economists and statisticians, and 
members of our own staff - profited from the 
experience.  On  occasion,  also,  members  of 
our staff have taken time from their research 
work to serve in advisory capacities to govern-
mental agencies engaged in statistical work.  I 
have already mentioned Kuznets' early activi-
ties; most recently five of our staff participated 
in the work organized by the Board of Gover-
nors of the Federal Reserve System at the re-
quest of the Joint Committee on the Economic 
Report: Goldsmith and Kuznets on the Com-
mittee on Savings Statistics, Abramovitz and 
Mack on the Committee on Inventory Statis-
tics, and Hastay on the Committee on General 
Business Expectations. 
In my brief illustration I  have merely al-
luded to a significant point. Selection of useful 
measures of economic activity and interpreta-
tion of their meaning always  involve  some-
thing  more  than  ''fact-finding'' - more  than 
carefully fitting statistics into a sound concep-
tual mold.  It is necessary to have some notion 
of the pattern and sequence of events if eco-
nomic statistics are to be reliable guide-posts. 
And this, of course, is a main objective of our 
work.  As I  have suggested, our contribution 
to current reporting is largely a by-product of 
work on the enduring features of economic be-
havior.  It is time,  therefore,  to turn to my 
second illustration of the practical uses of eco-
nomic research. 
n 
During the winter  of 1937-1938 it became 
clear that the climb out of the depths of the 
great depression had come to a halt and that 
the interruption was more than a  minor set-
back.  The shrinkage in business activity that 
had been taking place during the summer and 
fall  had reached serious  proportions.  There 
was  considerable  anxiety  as  to how far the 
contraction would go and what signs might in-
dicate its end. 
It was then that a public agency requested 
the National Bureau to prepare a  memoran-
dum on statistical indicators of cyclical reviv-
als.  The request was urgent, the time  short. 
Little of significance could be expected from 
information quickly thrown together and ana-
lyzed by impromptu methods. It  was necessary 
to have some capital to exploit. 
When its initial work on  national income had 
been completed, the National Bureau turned 
a major part of its energies to another piece of 
basic research - business cycles.  This subject, 
too, was "one of great importance to all classes 
in the community," as our annual report men-
tioned at the time.  It was a subject, also, in 
which quantitative methods could be used to 
advantage.  No one else was planning a com-
prehensive survey of the whole subject.  The 
staff "seemed" qualified by experience and in-
terest to fill the want. And much of the knowl-
edge  gained  in studying  fluctuations  in the 
national income would be usable here. 
By 1937 the National Bureau had a  large 
collection  of  statistical  materials  at  hand. 
These had been subjected to considerable anal-
ysis  and the staff had thought deeply  about 
their meaning.  This investment could be mo-
bilized to yield something useful about indi-
cators of cyclical revivals even in the brief time 
available. The Bureau took on the assignment. 
Almost five hundred American monthly or 
quarterly series in our possession - series on 
production,  employment,  prices,  security  is-
sues, orders, and the like - were examined by 
Mitchell, Bums and their co-workers, and for 
each the timing of its changes in relation to 
business revivals was determined.  From this 
list were selected the series that had been toler-
ably consistent in their timing  and were  of 
"sufficiently general interest to warrant some. 
attention  by  students  of  current  economic 
conditions."  These,  numbering  seventy-one, 
were listed in an elaborate table showing the 
average lead or lag for each series; and to help 
its users, Mitchell and Bums added informa-
tion on the variability of timing - for ''toler-
able"  hardly  meant  "perfect"  consistency-
and on such other characteristics of each series 
as might be needed in judging the significance 
of its changes. 
5 They did not stop there.  From the list of 
seventy-one  series,  a  further  selection  was 
made of the most trustworthy indicators.  At-
tention was given to the length of average lead, 
uniformity of lead, frequency and intensity of 
erratic movements, length of the record, and 
other criteria.  None of the series could meet 
all the criteria well;  Mitchell  and Burns se-
lected twenty-one that fared best, on  the whole. 
And to their lists of indicators, Mitchell and 
Burns added a carefully prepared list of "cau-
tions"  for  the  guidance  of those  who  must 
chart our position in the business cycle at any 
specific time.  These were at least as valuable 
a part of their memorandum as the selection 
of series indicating cyclical revival. 
We have become so familiar during the past 
eighteen years with the statistics and character-
istic cyclical behavior of many economic proc-
esses, that it is difficult to remember the impact 
of this memorandum - published as a Bulletin 
in May  1938 - on economists  and business 
analysts at the time.  Here for the first  time 
was an analysis of a  large body of statistics 
that was at once penetrating and comprehen-
sive, that sought uniformities of behavior but 
did not ignore variability, that revealed sharp 
awareness of the day-to-day problems of busi-
ness analysis as well as a deep understanding 
of the complexities inherent in the scientific 
analysis of business cycles.  The paper must 
have seemed a revelation to its readers. 
Since publication of the memorandum the 
National Bureau has extended the analysis of 
cyclical indicators in various directions.  Be-
fore I report the sequel, let me underscore the 
large amount of unhurried work that built the 
basis for the memorandum. 
First, techniques of measuring business cy-
cles had to be devised in the light of  hypotheses 
concerning their nature, study and comparison 
of existing statistical methods, review of avail-
able statistical data, and experience with the 
methods tentatively selected.  The chapters in 
Mitchell's  1927 volume  constituted a  major 
step in this task; the two reports that Mitchell 
wrote  at different  stages  of his  progress  in 
applying  the  techniques - reports  he  called 
"experimental" and decided not to publish-
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another step;  the  1935 Bulletin by Mitchell 
and Bums on the National Bureau's measures 
of cyclical behavior, a third.  Still other stages 
preparatory to the analysis of cyclical indica-
tors, and following it, are hidden in the large 
volume  on Measuring  Business  Cycles  that 
Burns and Mitchell published in 1946. 
Second,  a  vast  quantity of statistical data 
had to be gathered, if the various economic 
processes involved in business cycles were to 
be properly studied.  This meant more than 
copying  ready-made  series  out  of  standard 
sources.  Frequently it meant piecing together 
series  from the individual issues  of business 
periodicals,  which in tum required a  search 
through  possible  sources;  and  sometimes  it 
meant also the elaborate calculations and care-
ful judgment that Macaulay and then Durand 
put into the preparation of their widely used 
series on bond yields.  In addition, it was nec-
essary to determine, so far as possible, the pre-
cise  nature of the process  reported by each 
series  and the  reliability  of the  information 
provided - which might mean seeking expla-
nations for differences between one source and 
another, or one series and another.  All this 
work had to be checked.  Nor did this essential 
step end when the figures were neatly arrayed. 
Charting each series and putting it through the 
analysis frequently raised further questions as 
to its meaning and reliability,  and these had 
to be cleared up. 
Third, a set of reference dates had to be de-
termined - dates  with  which  the  timing  of 
individual series could be compared.  Thorp's 
study of business annals was part of this task; 
determination of the month around which the 
cyclical upturns in the various series clustered 
was another. The few pages on dating business 
cycles  in Measuring  Business  Cycles  do not· 
indicate the magnitude of the task.  Nor do the 
few words in Part Three, below, on the de-
termination of the recent reference dates. 
Fourth, each series to be analyzed had to be 
examined for seasonal fluctuations; and when 
these were found - as was usually the case-
they  had to  be  removed  to permit  cyclical 
changes to stand out clearly.  This was a large 
task, not only because of the amount of arith-metic that goes into determining and removing 
a seasonal change, but also because more than 
one method sometimes had to be tried.  The 
easy  device,  frequently  favored  by  business-
men and journalists, of comparing the current 
month with the corresponding month of last 
year could not be used because it is inefficient 
and can be misleading. Matters may be  worsen-
ing even when current levels exceed those of 
last year.  They may be worsening also when 
the excess this  month is  greater than that of 
the previous month - because of a  changing 
seasonal, or because an interruption to expan-
sion which proved to be minor a year ago may 
not prove so again.  Recently we have been 
experimenting with electronic calculators for 
the purpose of determining seasonal fluctua-
tions, and we hope to extend these experiments 
in the coming year - an interest that indicates 
how burdensome the removal of seasonals is 
at present. 
Finally,  almost an equal amount of labor 
went  into  determining,  for  each  of  the  five 
hundred  series,  its  average  lead  or lag,  the 
variation  about  the  average,  and  the  other 
characteristics of cyclical behavior mentioned 
earlier. 
Spelling  out these  steps  can only  suggest 
how the information at the disposal of Mitchell 
and Burns in 1937 had been accumulated.  It 
may also serve, however, to indicate what is 
generally involved in the application of quan-
titative methods to economic analysis and why 
scholars  working by themselves  are under a 
serious  handicap  in dealing  effectively  with 
many economic questions. 
Shortly  after the war we  decided  to turn 
back to the question of statistical indicators. 
It had not been neglected in the interim, for 
Mitchell and other members of the staff were 
working steadily on the determination and ex-
planation of the characteristic cyclical behav-
ior of various  economic  processes;  but the 
Employment Act of 1946 had been passed and 
another close look at the sequence of changes 
that take place at turning points in business 
promised a  useful guide to those who would 
have to bear the responsibilities  imposed by 
the Act. 
Moore, who was in charge of the task, not 
only extended the analysis  through the busi-
ness  cycle  of 1933-1938, but also took ad-
vantage of the fact that the Bureau had added 
many  series  to its  collection - by  that time 
eight hundred in number - and had improved 
the measures of cyclical behavior.  He revised 
the indicators of revivals, paying more atten-
tion to coinciding and lagging series  (follow-
ing up suggestions in the Mitchell-Bums paper) 
as a valuable confirmation of the indications of 
the leaders; applied the analysis also to reces-
sions; and experimented with other techniques 
of analysiS.  The results appeared in his Occa-
sional  Paper,  published in  1950, which  has 
attained a  degree  of popularity unusual for 
National Bureau publications. 
The list  of indicators  of  cycliCal  revivals 
(and recessions)  that he  presented  differed 
from  the  earlier  selection  for  a  number  of 
reasons,  two  of which  are  of  interest  here. 
One was the appearance of series not available 
before - gross  national product, personal in-
come, and consumer instalment debt, among 
others.  Another was the guidance he obtained 
from  cyclical  analyses  carried  on  at  the 
National  Bureau after  1938 - Mitchell's,  of 
course,  and  Abramovitz's  on  inventories, 
Barger's  on  corporate  profits  and  personal 
income, Burns' on construction, Evans' on in-
corporations, Haberler's on consumer instal-
ment credit, and Hultgren's on transportation. 
Moore's list reflected less the mechanical sift-
ing of time series that Mitchell and Burns had 
been compelled to rely on to some degree, and 
more  the  reasoned  choice  that study  of the 
chain of events during business cycles makes 
. possible. 
With  the  passage  of time,  generalizations 
derived from the experience of one period can 
be checked against  later experience.  Moore 
was able to test the twenty-one indicators se-
lected  by  Mitchell  and Burns  against  their 
timing in 1938; and later he took advantage 
of the postwar experience to test his own list, 
since it was derived from information available 
only  through  1938.  Despite  the substantial 
secular and structural changes that we  know 
have occurred in the economy,  and the fact 
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that every business. cycle is influenced by spe-
cial factors that distinguish it from its fellows, 
the tests  were  encouraging.  They showed  a 
family  resemblance  between the later cycles 
and those of earlier years. In  this respect, there 
has been no obvious alteration in the nature of 
business cycles. 
The comparison may be illustrated with the 
behavior of the indicators during the revival 
centered at August 1954.  Among the series 
that presage turns in general business are the 
financial processes,  investment commitments, 
and other sensitive factors that generally initi-
ate and respond to the very beginnings of re-
vival or recession and contribute to its spread 
- processes represented among the indicators 
by  liabilities  of  business  failures,  industrial 
common stock prices,  new  orders  and con-
tracts  for investment goods,  new  incorpora-
tions,  hours worked,  and sensitive  prices  of 
basic commodities.  At the beginning of 1954 
half of these eight series were rising,  and in 
May - three months before the trough in busi-
ness - all were going up. Generally coinciding 
or nearly coinciding with business cycle turns 
are, as one would expect, turns in such broad 
measures of business activity as employment 
and unemployment, gross national product, in-
dustrial production, bank debits outside New 
York  City,  freight  car  loadings,  corporate 
profits, and wholesale prices  (excluding farm 
products and processed foods).  During 1953-
1954 these behaved as in earlier cycles, on the 
whole.  Through the fall, winter, and spring of 
1953-1954, all or most of these indicators were 
falling, except between one pair of months in 
the spring.  By Iuly half were falling, half ris-
ing.  In October all were rising.  As for the 
group that usually lags turns in general busi-
ness  conditions  (personal income  and retail 
sales, consumer instalment debt and manufac-
turers' inventories, and bank rates on business 
loans), four out of five were falling as late as 
August of 1954.  Not until October were more 
than half of them rising.1 
In a  word, then, the three groups of indi-
cators behaved during the revival of 1954 as 
they had been found to behave during earlier 
revivals.  This is especially interesting because 
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the recession from 1953 to 1954 had been ex-
ceptionally mild - far milder than the "aver-
age" cycle of prewar experience.  Of course, 
there had been occasional mild recessions in 
the prewar period also. During such recessions 
a  number  of the  indicators - especially  the 
lagging  series - showed no obvious response 
to  the  decline  in  business.  The  1953-1954 
recession resembled these earlier episodes in 
that respect:  personal income and instalment 
debt did not decline appreciably after 1953. 
Moore has developed further the diffusion 
indexes first used in Measuring Business Cy-
cles.  These measure the proportion of series 
moving up or down and thus provide a simple 
picture of their consensus.  Together with the 
diffusion indexes provided by Hultgren in his 
paper on profits and by Burns in his  "New 
Facts on Business Cycles,"  they reveal in a 
striking manner that cycles in different activi-
ties, or even in different firms  engaged in the 
same activity, do not follow the same temporal 
course.  During an expansion  the maximum 
identity of movement - hardly ever  100 per 
cent - is reached some time before the peak 
in aggregate activity appears.  Months before 
aggregate activity reaches its peak th~ propor-
tion of expanding industries or firms is already 
declining. Months before the aggregate reaches 
its trough the proportion of expanding activi-
ties  is  already  rising.  The diffusion  indexes 
thus constitute another leading group of indi-
cators.  They have even more interest in indi-
cating how cross-currents grow in importance 
during the complicated series of events we call 
recession and revival. 
More recently, the indicators and diffusion 
indexes  have  been put on a  current basis-
that is, the turns are being calculated not from 
observations of the whole cycle, including de- . 
velopments  after  the  turns  themselves,  but 
only from observation of developments up to 
the  month  under  consideration.  Once  one 
1 Computations are based on directions of change in 
centered moving averages applied to each seasonally 
adjusted  indicator.  The period of the  average  de-
pends  on  the  extent  of erratic  changes:  it  is  six 
months at the maximum  (for liabilities of failures). 
For a few  series  the directions of change are on a 
month-to-month basis. ~ 
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moves from hindsight to contemporary obser-
vation, cyclical turns become far more difficult 
to identify.  Changes that soon reverse them-
selves and therefore represent only temporary 
interruptions to cyclical expansion or contrac-
tion appear to occur frequently.  This too has 
considerable scientific interest, as Ruth Mack's 
book on the shoe-leather-hide industries dem-
onstrates.  Any explanation of how business 
cycles are generated must take account of the 
incessant Change that surrounds businessmen 
and the effects this must hav~ on their outlook 
and behavior. 
How helpful the indicators of cyclical reces-
sion and revival will be to those who wish to 
detect the drift of business conditions remains 
to  be  seen.  The  "current-basis"  indicators 
should aid in the experiment.  It is safe to say 
that anyone who uses them to the exclusion of 
other information and ignores the reservations 
with which Mitchell and Burns first surrounded 
them is bound to be disappointed. 
It is well to repeat some of these cautions, 
just as  Moore did, for the indicators cannot 
provide the simple key to the future that folk 
seek. 
Mitchell and Burns mentioned the difficulty 
of distinguishing an erratic fluctuation from a 
cyclical turn in a particular process. It is prom-
inent in the charts of the current-basis indi-
cators  already  mentioned.  There  is  danger, 
therefore, in trusting the indications of single 
series.  It is necessary to search out the con-
sensus of groups of series, not confining atten-
tion to the twenty-one indicators alone.  And 
this  is  important  also  because  the  cyclical 
timing of a  particular series  may vary from 
time  to  time - sometimes  irregularly,  some-
times secularly or structurally.  There is need, 
consequently,  to  be  alert  to  the  latter  and 
aware of the former. 
The occasional appearance of ''incipient re-
vivals  which  suffer a  relapse" poses  another 
problem not to be ignored.  An example ap-
peared during the deep depression of the thir-
ties, when the revival that seemed under way 
at the middle of 1932 petered out in the  fall 
with a serious falling-off of business to another 
low in the spring of 1933.  Such a reversal in 
direction might be encountered at other stages 
of expansion and contraction also, as our ex-
perience in 1951-1952 illustrates. In her study 
of the shoe-leather-hide industries, Ruth Mack 
gave special attention to the phenomenon as it 
appeared in those branches of business.  She 
is exploring the matter further in the study of 
short cycles. 
Mitchell  and  Burns  emphasized,  in  this 
connection, the need to consider "important 
factors arising outside the realm of business." 
This has become increasingly important in re-
cent decades, with the growth of government 
and  such  developments  as  the  Employment 
Act of 1946 and the cold war. 
In man's persistent search for a clue to the 
future,  sequence  analysis  has  long  attracted 
attention.  If today we  have  a  better under-
standing of its possibilities and its limitations, 
it is because of the basic research that has been 
done  on business  cycles.  The  businessman 
who must speculate about the future course of 
economic conditions knows more keenly than 
before that he must "eschew simple formulas" 
and study a wide range of data.  His watch for 
the typical sequence of events must be kept in 
full awareness of the variation that character-
izes successive business cycles and the changes 
that go on within them.  He must be alert to 
structural and secular "changes in the mak-
ing," yet resist the tendency to generalize too 
easily on the basis of recent experience.  He 
must recognize that several possibilities lie be-
fore  him  and that  probabilities  have  to  be 
attached to each of them; and he must stand 
ready to revise the probabilities, and the judg-
ments and policies he bases on them, as evi-
dence accumulates from month to month.  He 
must be sensitive to the opportunities open to . 
his own firm,  as well as to the general factors 
that affect business as a whole. 
Moore has followed his Occasional Paper 
with other short pieces dealing with aspects of 
the subject, one or two of which I have already 
mentioned.  Others of our staff have dealt or 
are dealing with related questions.  I can men-
tion only Hastay's work on businessmen's ex-
pectations - which may turn out to be more 
useful for telling us something about business 
9 behavior than for adding to our kit of forecast-
ing tools.  We plan to assemble  the various 
contributions into a  volume that will include 
also some of the statistical materials we nave 
used, thus making available to the public part 
of the rich collection of time  series that we 
have accumulated and analyzed over the years. 
The volume should prove valuable to the many 
business economists and students of business 
cycles who are aware of the need to improve 
the knowledge and techniques which current 
analysis must use,  as well as of the need to 
use what knowledge and techniques we  now 
have as wisely as possible. 
Before leaving this question, I would like to 
recall  a  general conclusion  of Mitchell  and 
Burns about the way to improve forecasting. 
It  points to the kind of work on which we must 
concentrate the energies we devote to the sub-
ject of business cycles.  Mechanical methods 
of trying to improve prognoses,  made on a 
strictly empirical basis, seemed to them to be 
less promising than efforts' to learn about the 
interrelations among the  cyclical movements 
of different economic processes.  Our recent 
work on statistical indicators gives every sup-
port to this conclusion. 
At any moment, analysts of business condi-
tions  must  perforce  apply  what  knowledge 
they have of the connections between current 
changes and the events that precede and fol-
low, uncertain though it may be. A major task 
of our business cycle studies is to strengthen 
this  knowledge  of  the  connections  among 
events - to forge  links  where  they  are  now 
lacking, and  to  replace weak links with stronger 
. ones, and so to help business analysts  judge 
the significance of the events that unroll before 
their eyes. 
If  I had the time I could illustrate this proc-
ess of construction and reconstruction with our 
studies of one of the elements of what is popu-
larly referred to as the "cost-price squeeze." 
I would start with the account Mitchell gave in 
1913 of how prosperity breeds depression and 
recall his hypothesis that "the very conditions 
that make business profitable gradually evolve 
conditions that threaten a reduction in  profits"; 
that among these conditions were rising prime 
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costs per unit of product, and counting heavily 
in prime costs - though more in some indus-
tries  than in others - were  unit labor costs; 
and that unit labor costs could be expected to 
rise, especially in the later stages of business 
expansion, first as a result of the characteristic 
cyclical behavior  of wage  rates,  and second 
because of the probable cyclical behavior of 
the quantity of labor used per unit of product. 
I  would then go on to show how Mitchell's 
conjectures guided our work when we began 
the study of business  cycles;  what questions 
were raised about labor costs when Hultgren 
came to grips with the matter, in so far as it 
could be analyzed in the records of American 
railroads; how Mitchell revised his hypothesis 
in the light of this work and also of the Bu-
reau's studies of labor productivity, Creamer's 
analysis of cyclical fluctuations in wage rates, 
and his own preliminary analysis of the figures 
for manufacturing; what Moore found when· 
he carried the analysis of the manufacturing 
data a step forward; how the results obtained 
for the interwar period compare with the re-
cent behavior of wage cost per unit; and what 
Hultgren is doing to advance the analysis  in 
his  current studies of costs in individual in-
dustries.  Let me  merely  mention  that  our 
studies  do show that in manufacturing as  a 
whole,  at least, labor cost per unit typically 
turns  upward in the final  stages  of business 
expansion.  While Mitchell's original hypothe-
sis about unit labor cost requires alteration in 
certain significant details, its main point is con-
sistent with the facts for certain important in-
dustries as we have been able to observe them. 
I  tum now to another question,  one that 
suggests a new piece of basic research with in-
teresting possibilities for the analysis of cur-
rent business conditions. 
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During 1955 net public and private debt went 
from $605 to $650 billion.  Consumer mort-
gage and shorter-term debt rose over the year 
as a whole by about $20 billion.  The increase 
in business debts added almost as much, $19 
billion, state and local government debts, an-
other $5 billion, and the federal debt, another J 
billion.  The total of $45 billion constituted an 
exceptionally large increase in volume of obli-
gations.  Indeed,  for  a  peacetime  period,  it 
was  unprecedented.  During the 1920's, with 
which comparisons are frequently made, debt 
increase did not exceed $10 billion per annum 
in any year. 
Only in the postwar period itself was there 
a comparable annual increase: the rise in debt 
during 1950 had been almost as large.  In fact, 
every recent year has seen an increase in debt 
of $20 billion or more.  The total rise in the 
net public and private debt between the end 
of  1949  and  the  end of  1955  amounted to 
$200 billion,  more than the entire debt out-
standing at the end of 1929, and much more 
than the  $45  billion increase  between  1923 
and 1929.  In terms of rate of growth, too, the 
increase in debt during the past six years has 
been relatively large, 45 per cent as compared 
with  about  30  per cent  during  the  six-year 
period ending in 1929. 
The large addition to the volume of debt in 
1955 has attracted wide notice, coming as it did 
upon other substantial increases in preceding 
postwar years.  In many quarters, the rise in 
debt has engendered great concern.  But these 
figures, while meriting close attention, are not 
themselves  sufficient  to support some  of the 
judgments  being  made  about  the  current 
situation. 
There are, first, the obvious things that must 
be kept in mind when one tries to judge the 
postwar  situation  by  comparing  it with  the 
interwar (or any other) period.  The dollar of 
today is not the dollar of the 1920's; and even 
more important, the economy of today is big-
ger than that of 1929.  While debt at the end 
of 1955 was 3.4 times what it was at the end 
of 1929, the gross national product in current 
prices was 3.7 times as great.  Today's ratio of 
total debt to gross national product is  some-
what lower  than it was  in 1929.  It is  also 
lower than it was in 1923 - and, I might add, 
in 1949. 
The more subtle considerations involved in 
judging the significance  of debt changes  are 
not as easy to put in the simple terms of figures 
like those I have mentioned. Yet these consid-
erations are not to be ignored on that account. 
For one  thing,  while  current  attention  is 
focused  chiefly on the relation of debt to the 
stability of the economy, that relation cannot 
be  understood  apart  from  the  secular  and 
structural Changes that have characterized our 
financial organization. 
Debt and economic growth seem to go to-
gether.  The practice of borrowing and lending 
is a means to a higher standard of living for 
the community: on the whole, it places funds 
where they can be used to society's best advan-
tage.  It does not follow,  however, that debt 
should be expected to parallel national prod-
uct  and  that  only  differences  between  the 
two constitute cause for  concern.  Economic 
growth, the rising standard of living it fosters, 
and the altered industrial structure which  is 
one of its causes and one of its consequences, 
bring  with  them  changes  in  the  form  and 
character of the claims which savers wish or 
can be induced to hold, or investors wish or 
can be induced to provide - matters discussed 
in the reports on our Conference on Research 
in Business Finance and, most recently, in one 
section of our conference volume on Capital 
Formation and Economic Growth. Debt claims 
are but one variety of claim, and changes in 
them  must  be judged in the  context of the 
whole financial structure.  Indeed, it is difficult 
to  classify  claims  in  distinct  ways.  They 
merge  into one  another;  and this  too  raises 
some troublesome questions about the mean-
ing of the debt figures available. 
Also, financial intermediaries change in re-
lation to the rest of the economy and in rela-
tion  to  one  another.  Thus  the  number  of 
stages and kinds of connections between ulti-
mate saver and ultimate investor are altered, 
and with them  the  relative  volume  of debt. 
The growth in size  of nonfinancial corpora-
tions and the extension of their activities into 
multiple  fields  also  affect financial  structure 
and the relative importance and significance of 
different sources and types of finance. 
Moreover,  economic  growth  has not been 
the only factor causing change in the financial 
system and in the place of debt in that system. 
The momentous events of the Great Depres-
11 sion and the Second World War also played a 
part - by altering price levels, creating a large 
public debt, and enlarging greatly the govern-
ment's role in the financial as in other spheres. 
Certain aspects of these changes in our fi-
nancial organization has been described  and 
subjected to analysis in the volumes prepared 
by the National Bureau's Financial Research 
Program under Young's  and then Saulnier's 
direction.  The report by Grebler, Blank, and 
Winnick on capital formation and financing in 
residential real estate, in press, takes up an-
other part of the subject, as do other sections 
of the  National  Bureau's  Studies  in  Capital 
Formation and Financing.  A  comprehensive 
statistical outline is  provided in Goldsmith's 
monograph on Financial Intermediaries in the 
Saving and Investment Process soon to be sent 
to the printer. 
The changes mentioned,  and others,  have 
transformed  the  financial  system.  In many 
ways  it is  a  new  system,  different from  the 
IItructure of even twenty-five years ago.  While 
the broad outline of change is clear, we need 
to know more about the present structure and 
the events that have brought it into being if  we 
are to understand and assess current changes 
in debt and related financial items.  Everyone 
is aware, for example, that many new govern-
]Jlental  credit  institutions  have  entered  the 
scene, and the report which Saulnier, Jacoby 
and Halcrow have completed on federal lend-
ing and guarantee describes this development. 
But the effect of the new institutions  on the 
volume  of debt and its  significance for eco-
nomic  stability;  the  effect  of  government 
policy, legislation and regulation on the com-
petitive position of various types of financial 
institutions  (which surely influences the vol-
ume and character of financial claims) - these 
are still troublesome questions. 
H we had a comprehensive account of the 
new structure of credit and savings facilities, 
and understood  more  fully its  drift and its 
causes,  we would be better able to consider 
such questions as those bearing on the rela-
tionship between debt and economic stability 
and growth. 
A  start has been made in our study of the 
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postwar capital markets.  Using the structure 
of  accounts  originated  by  Copeland  in  his 
Study of Moneyflows and relying heavily on 
the  valuable  statistics  shaped in Copeland's 
mold by the Board of Governors of the Federal 
Reserve System, Goldsmith, Klaman, Robin-
son, ShapirO, and their collaborators are look-
ing into this segment of our financial system. 
We expect to learn more about its  contem-
porary structure and some of the major reasons 
for the changes that have occurred over the 
past decade.  We hope also to derive certain 
by-products:  to learn what new work in the 
credit and capital markets would be most use-
ful, understand better the nature of the avail-
able  information  and  perhaps  stimulate  the 
production of new data, and discover the best 
ways to tackle the problems outlined above. 
The discussion now going on in financial and 
governmental circles of the problems of inter-
institutional competition may lead to the de-
velopment of basic information that could be 
put to good use. 
Though  study  of  secular  and  structural 
changes  in financial  structure  is  essential  to 
our· understanding of debt expansion, it is clear 
that debt  expansion  cannot  proceed  indefi-
nitely at the pace of the past year.  This raises 
questions about the extent to which produc-
tion  and employment  can be maintained  at 
satisfactory levels  and rates of growth when 
debt expansion slows down or comes to a halt. 
And the  ~terlocking structure of long- and 
short-term  credits  so rapidly  built up poses 
serious questions also about problems of ad-
justment should expansion of business be in-
terrupted. 
This is especially the case when deteriora-
tion of credit standards has contributed in im-
portant ways to the increase in debt.  That in  . 
one sense or another the quality of credit does 
seem to deteriorate during the course of an 
expansion, particularly when it is  prolonged 
and its later stages take on the characteristics 
of a boom, is shown in a number of our studies. 
One of the studies is reported in Hickman's 
second volume on corporate bonds, soon to be 
submitted for approval to the Board of Direc-
tors; its title, Corporate Bond Quality and In-
--, 
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vestor  Experience,  indicates  the  kind of in-
formation it provides on this sector of the capi-
tal markets.  The capstone volume by Morton 
in our urban mortgage lending studies, just off 
the press, brings together the results obtained 
by Saulnier, Behrens, Harriss, Fisher, and Ed-
wards.  Still a third study is described in the 
volume by Jones and Durand on agricultural 
mortgage  lending  published in 1954; and  a 
fourth, in Use Mintz's book of five  years ago 
on the deterioration in the quality of foreign 
bonds issued in the United States during the 
1920's. 
The report by Jones and Durand has spe-
cial interest because they were able to take ad-
vantage  of information for different areas of 
the country to provide a variety of experience 
otherwise  difficult  to obtain.  Above-average 
increases in farm mortgage debt between 1910 
and 1920 were followed in the same areas by 
especially high rates of "distress transfers" of 
farms during 1925-1934.  The picture is still 
clearer when attention is  focused  on a  rela-
tively homogeneous region like the com-belt 
states.  There, increases in farm mortgage debt 
between 1910 and 1920 were highly correlated 
with increases in land values per acre during 
the  same  period;  and in the com states  in 
which the boom in land values and land sales 
generated by the first World War went farthest, 
the later distress transfers were greatest 
In a  brief paper - which he hopes  to de-
velop more fully at a later date - Moore points 
out that the difficulties of farmers during the 
1920's kept  down  the volume  and  actually 
appear to have improved the quality of new 
farm credit.  This was in sharp contrast to the 
experience of the rest of the economy, which 
was expanding rapidly in those years.  In the 
nonfarming sectors for which the studies men-
tioned provide information, the boom of the 
twenties  was  accompanied by  a  serious  and 
widespread decline in the quality of credit The 
subsequent average  default rate on domestic 
corporate bond issues of 1925-1929 was  28 
per cent,  as  compared with  16 per cent on 
bonds  issued  during  1920-1924;  on foreign 
government dollar  bond issues,  50 per cent 
as compared with 18 per cent; on urban home 
mortgage loans, 21 per cent as compared with 
8 per cent; on urban business property mort-
gage loans, 37 per cent as compared with 14 
per cent.  These results, and those on farming, 
confirm one another and suggest something of 
the  relation  between  boom  conditions  and 
changing quality of credit. 
Various factors contributed to the deteriora-
tion in quality of credit during the 1920's.  One 
seems to have been an increase in the prices of 
assets  financed  with  the  loans,  such  as  we 
know occurred in the earlier boom in farming. 
The maintenance of nominal lending standards 
actually meant a hidden decrease in standards. 
Another cause suggested by the data was re-
laxation of credit terms and lending standards, 
coupled with a reduction in the risk premiums 
sought or obtained by lenders.  The basic fac-
tor may have been the overconfidence gener-
ated during the twenties by the relative mild-
ness of the contractions that occurred in 1923-
1924 and 1926-1927. 
Developments of this sort have significance 
for students of business cycles  as well as for 
observers  of  the  contemporary  scene.  In 
Measuring Business Cycles Burns and Mitchell 
suggested the hypothesis that "after a  severe 
depression industrial activity rebounds sharply, 
but speculation does not  The following con-
traction in business is mild, which leads peo-
ple to be less cautious.  Consequently, in the 
next two  or three  cycles,  while  the  cyclical 
advances become progressively smaller in in-
dustrial  activity,  they  become  progressively 
larger in speculative activity.  Finally, the spec-
ulative boom collapses and a drastic liquida-
tion follows,  which  en~ this cycle  of cycles 
and brings us back to the starting point" They 
believed the hypothesis would repay explora-
tion.  The information gathered in the studies 
of credit by us and others is bringing closer 
the day when such an adventure will be pos-
sible; further help, we may expect, will come 
through the work on "long cycles" that Kuz-
nets,  Hastay,  and  Abramovitz  have  been 
doing. 
At the moment,  however,  what we  know 
about credit during the business cycle is  still 
very limited and the materials available  cur-
lS rently are still scanty.  These lacks affect the 
present widespread  discussion  of the quality 
of credit  and the  concern  over  its  volume. 
Opinions are expressed on the question of its 
deterioration  and judgments based  on opin-
ions.  But much of the discussion is confused 
because  some  people  mean one  thing  when 
they  speak  of  credit  quality  and  of its  de-
terioration and other people mean something 
different.  Confusion is further confounded by 
lack of reliable current information on lend-
ing practices and the characteristics of loans 
and borrowers, and by lack of understanding 
of the significance of current information for 
the problems that the future might bring. 
Reliable and unambiguous information on 
credit  quality  assembled  and provided  on a 
current basis would not solve every problem 
of financial  management, but if properly in-
terpreted it would  help financial  institutions 
and governmental authorities to make sounder 
judgments.  We  are  therefore  thinking  of a 
study that would consider, and to the extent 
possible devise, a system of current reporting 
on the quality of credit.  During our explora-
tion of the needs for research in the area of 
credit and capital we have drawn up tentative 
plans for such an undertaking.  It should at-
tempt  to  clarify  the  meaning  of  the  term 
"credit quality." Alternative methods of meas-
urement should be devised and compared. The 
information that can be extracted from exist-
ing records should be organized and analyzed. 
Since  new  information  is  needed,  the  study 
should develop practicable suggestions for col-
lecting it.  Finally, the economic implications 
of the data should be set forth in the light of 
past experience  and present-day  conditions. 
Failure to  recognize  the  implications  during 
booms can pile up problems and contribute 
to the severity of subsequent depressions. Simi-
larly, contraction may be prolonged by failure 
to recognize that - whatever has happened or 
may be happening to old credit - new credit 
may  be  improving  in quality  during  a  de-
pression. 
If  we should obtain the funds necessary to 
pursue this investigation and if we should at-
tain some measure of success in the endeavor, 
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financial and governmental agencies might be 
stimulated to set up and maintain a system of 
reporting that would  be helpful  to all  con-
cerned  with  providing  and  managing  credit 
under conditions of economic change. And we 
might  add  to  our  knowledge  of  economic 
behavior. 
IV 
Permit me a final word about the objectives of 
our program and the reasons why it is neces-
sary to look ahead. 
The coming  decade  promises  new  oppor-
tunities and new responsibilities for the Ameri-
can people. Projected additions to the nation's 
annual rate of production during the next ten 
years  amount  to  as  much  as  $150  billion. 
These form the planning base of the national 
administration  and of  our leading  business-
men,  for they  are well  within  the  realm  of 
prObability.  Such  enormous  growth  will  re-
quire large expansion of our production ma-
chinery and our financial facilities. The rate of 
investment  and reinvestment of the  nation's 
savings, for example, will be pushed scores of 
billions  above  present  levels;  the  work  re-
quired  of  the  financial  community  will  be 
larger; this in tum will generate a demand for 
enlarged and improved capacity of our mone-
tary,  credit,  and  savings  machinery,  among 
other things. 
The next ten years will see also a major test 
of our power to ward off the perils of depres-
sion and inflation.  Undoubtedly, determined 
efforts will be made by federal and state gov-
ernments to strengthen  our defenses,  efforts 
that will be accelerated whenever business and 
employment suffer contraction or prices begin 
to rise rapidly.  This too means a host of pro-
posals, good and bad, for revamping our eco-
nomic institutions and for extending the super-"  " 
vision of their operations. 
Whatever else  one may say about the fu-
ture, then, one thing is certain:  it will bring 
change;  it will  create  demands  to meet" the 
problems that change uncovers. 
Economic  research  today can better pre-
pare us to satisfy these demands as they arise 
in the future,  just as research of the past is 
helpful in meeting current problems.  Surely f 
we now know more than we otherwise would 
about the  volume,  dangers,  and  benefits  of 
consumer instalment financing - to mention a 
topic being widely discussed - because some 
years ago the National Bureau's Financial Re-
search  Program  included  a  broad  study  of 
such credit  The report by Holthausen, Mer-
riam, and Nugent that we  published in 1940 
paved the way for the current statistics on the 
volume  of  consumer  instalment  credit;  the 
companion  reports  by  Young,  Plummer, 
Chapman,  and Saulnier described  the  credit 
practices, customers, operating methods,  col-
lection experience, profitability, and other as-
pects of the business done by financial institu-
tions engaged in consumer instalment financ-
ing; Dauer's volume compared the operating 
experience of some of these institutions; Cop-
pock's study discussed governmental agencies 
of consumer instalment financing;  Bernstein's 
report pioneered in the use of consumer survey 
data  to  reveal  patterns  of  consumer  debt; 
Durand discussed in detail the risk elements 
in consumer instalment credit; and, as I have 
already mentioned, Haberler subjected cycles 
in such credit to economic analysis.  Because 
of this work, and the work of others, the Board 
of Governors of the Federal Reserve System 
will be better able, we may expect, to meet the 
recent request of the President for a speedy re-
port on the need for stand-by legislation to 
regulate  consumer instalment credit.  Never-
theless,  there are still many important things 
we  do not know about consumer instalment 
credit.  If  the "emergencies" that will arise in 
the  future  are  to  be  met  with  more  tested 
knowledge than we now have, we must acquire 
that knowledge before the event 
It would  be idle  to  suppose  that any re-
search  program,  no  matter  how  extensive, 
could give us the full knowledge required to 
deal confidently with the problem of debt or 
with the other problems of growth and stabil-
ity that economic life may unfold, or to ap-
praise  adequately  all  the  solutions  that  in-
genious  minds  will offer.  But whatever  we 
can learn about the operations of our economy 
will help us resist hasty s()lutions and prepare 
us to build sound ones. 
This  is  the  spur to  those  who  engage  in 
economic research and those who support it 
As A.  C.  Simmonds,  Jr.,  Chairman  of the 
Banking  Research  Fund of  the  Association 
of Reserve  City Bankers,  put it last spring, 
research  contributes  to  our  knowledge  of 
problems, to the formulation of policy, to the 
improvement of public supervision, and to the 
education of our citizens.  These  are worth- . 
while  aims.  Even a step in their direction is 
important, for the fundamental issue is nothing 
less than the shape of our political as well as 
our economic future. 
SOLOMON FABRICANT 
Director of Research 
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• PART  II 
Activities 
During 1955 
NEW  STUDIES 
Structure  of American  business.  Important 
questions  of national policy arise  out of the 
organization of American business. The "prob-
lem of bigness," the maintenance of ''workable 
competition," the degree to which special sup-
port should be provided "small firms" - these 
are some of the terms in which these questions 
are expressed. 
Many facts  have  been gathered  on these 
problems, but often they have been inappro-
priately  selected  and  incompletely  analyzed. 
The answers they yield fail to resolve doubts; 
sometimes they raise new ones in the minds of 
persons familiar with sound standards of sta-
tistical  research.  The  fullest  experience  in 
economic measurement and analysis must be 
brought to bear on the subject 
During the past year, George J. Stigler and 
Michael Gort have been formulating plans for 
a program of research on the scale and range 
of operations of the business unit and the re-
lationship among business units.  As a part of 
this program, the National Bureau is helping 
the Bureau of the Census to develop  a new 
body  of  statistical  data  from  the  economic 
census of 1954.  Data on an enterprise (com-
pany)  basis will be organized in tables that 
should prove highly useful for studies of the 
structure of American industry.  Designed to 
provide three new classes of information, the 
tables  will show: 
1.  A cross classification by industry of en-
terprises  and  of  their  establishments 
(This will provide a two-way presenta-
tion of data - employment, sales, and so 
forth - by enterprise industry code and 
establishment industry code) 
2.  The distribution by size of enterprise in 
the different industries and "concentra-
tion ratios" for the leading four,  eight, 
and twenty enterprises in each industry 
3.  The relationship  between  the  statistics 
on establishments of the Bureau of the 
Census and the financial statistics of the 
Internal Revenue Service given in  Statis-
tics of Income 
Thus  far,  the  National  Bureau  has  been helping the Bureau of the Census to find ways 
of improving proposed tabulations, suggesting 
additional tabulations,  and developing meth-
ods for identifying corporate parent-subsidiary 
relationships  so  that establishments  may  be 
correctly grouped under common ownership. 
We hope, in the near future, to assist in plan-
ning the presentation of the final  tabulations. 
Michael Gort has taken a leading role in this 
work,  aided  by  an  advisory  committee  on 
which  M.  A.  Adelman,  Solomon Fabricant, 
A. D. H. Kaplan, Carl Kaysen, John Lintner, 
Jesse  Markham,  and" George  J.  Stigler  have 
served. 
Pension funds.  Within less than a genera-
tion, pensions1  have grown from a sprinkling 
of plans that were an inconspicuous feature of 
the economic landscape to a structure of pro-
grams whose fiscal operations involve benefit 
payments of more than $11 billion annually to 
over 16 million persons and a rate of reserve 
fund  accumulation that can be put at about 
$7 billion per year.  In 1940 benefits came to 
less than $2 billion and beneficiaries to less 
than 4.5 million.  The total value of pension 
fund reserves was $8 billion in 1940; it  reached 
some $60 billion in 1954. 
The scale of pension plan operations and 
their  rapid  growth  have  caused  increasing 
concern over their possible effects on the vol-
ume and character of savings and investment, 
resource mobility and productivity,  the level 
of employment, and on the distribution of in-
come among income classes and between the 
working and the retired population.  We have 
therefore undertaken an exploratory survey to 
evaluate what we now know, and what more 
we need to know and can find out, about the 
economic effects of our burgeoning structure 
of pension rights. 
This survey, supported by a grant from the 
Life  Insurance  Association of America,  has 
had the benefit of the guidance of an advisory 
committee whose membership is  made up of 
economists,  actuaries,  and  executives  drawn 
from  universities,  government  employment, 
private industry,  and research organizations. 
The  staff  consisted  of  Daniel  M.  Holland, 
Gladys  Webbink,  and  Marvin  Bloom.  Mr. 
Holland is presently preparing a report on the 
results of the exploration. 
Finance.  A grant from the Association of 
Reserve City Bankers has enabled us to work 
on plans for new research in finance.  Three 
areas have been chosen:  lending policies and 
their bearing on the quality of loans in booms 
and depressions, the structure and behavior of 
interest rates,  and the changing  structure of 
credit and savings  facilities.  Reports on the 
status of these projects will be found in Part 
Three, Section 4.  In connection with the ex-
ploratory study of the interest rate structure, 
David Durand is experimenting with the pos-
sibility of putting the series on basic corporate 
bond yields on a quarterly basis, and consider-
ing ways of studying their structure by term to 
maturity and their implications for the analysis 
of price risk. 
Harvey E. Brazer is considering a brief study 
to supplement his work on municipal expendi-
tures  (see  Part Three,  Section  5)  and  our 
other researches in the area of governmental 
expenditures.  The Bureau of the Census re-
cently made  available,  through  an extensive 
reclassification  of previously  collected  data, 
the statistical basis for a study of major trends 
and patterns in state  and local expenditures 
since 1902. 
It  is contemplated that the proposed study 
will analyze the patterns of growth in state and 
local expenditures, both in current dollars and 
in dollars  of constant purchasing  power,  in 
relation to population, income, and other fac-
tors.  This analysis will be carried out for com-
bined state and local expenditures by major 
. functional categories as well as for each of the 
two levels  of government viewed  separately. 
In addition, the data appear to be sufficiently 
detailed to permit such  comparisons  as that 
between the behavior of state and local con-
struction  outlays  and  private  construction· 
activity. 
1 Broadly defined  to include old age, survivors, de-
pendency, and disability payments under the Old Age 
and Survivors Insurance, Railroad Retirement, gov-
ernment (federal, state, and local)  employee retire-
ment,  assistance,  veterans,  and  private  industrial 
pension programs. 
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• Economic  trends.  Moses  Abramovitz  re-
ports on the initial stages of a study of secular 
trends in the American economy in Part Three, 
Section  2.  Closely  related  is  the  work  of 
Richard Easterlin, a  Research Associate this 
year, who is analyzing an extensive body of 
data (assembled in the University of Pennsyl-
vania Study of Population Redistribution and 
Economic  Growth)  on income,  population, 
employment,  and  capital,  by  states,  since 
1879. Also related, because it presents an in-
stance of retarded economic development,  is 
a study of prices and wages in the South fol-
lowing  the  Civil  War,  to which  Eugene M. 
Lerner is  devoting  his  year  as  a  Research 
Associate. 
Our third Research Associate, T. M. Stan-
back,  Jr.,  is  engaged  on an  analysis  of in-
ventory behavior since  1938.  His work will 
subject Abramovitz's findings  on the cyclical 
behavior of inventories to a searching test, for 
Abramovitz dealt with the period before 1938. 
PUBLICATIONS  DURING 
THE  YEAR 
Twelve reports were issued during 1955 and 
four have been printed to date in 1956, and 
Wesley  C.  Mitchell's  Business  Cycles:  The 
Problem and Its Setting went to the Book-of-
the-Month  Club  for reprinting  (its  fifteenth 
printing).  The new books are: 
Harold Barger, Distribution's Place in the Ameri-
can Economy since 1869 
Daniel Creamer, Personal Income during Business 
Cycles 
Waldo E. Fisher and Charles M. James, Minimum 
Price Fizing in the Bituminous Coal Industry 
Ruth P. Mack, Consumption and Business Fluc-
tuations: A  Case  Study of the Shoe,  Leather, 
Hide Sequence 
J.  E.  Morton,  Urban  Mortgage  Lending:  Com-
parative Markets and Experience 
Short-Term  Economic  Forecasting,  Studies  in 
Income and Wealth, Volume Seventeen 
Input-Output Analysis: An Appraisal, Studies in 
Income and Wealth, Volume Eighteen 
Business Concentration and Price Policy, Special 
Conference Series 5 
Capital Formation and Economic Growth,  Spe-
cial Conference Series 6 
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Policies  to Combat Depression,  Special Confer-
ence Series 7 
George E. Lent, The Ownership of Tax-Exempt 
Securities, 1913-1953, Occasional Paper 47 
M.  Slade  Kendrick,  A  Century  and a  Half of 
Federal  Expenditures,  Occasional  Paper  48 
Bert G. Hickman, The Korean War and United 
States  Economic  Activitiy,1950-1952,  Occa. 
sional Paper 49 
Howard  G.  Diesslin,  Agricultural  Equipment 
Financing,  Occasional Paper 50 
Lawrence H. Seltzer, Interest as a Source of Per-
sonal  Income  and  Tax  Revenue,  Occasional 
Paper 51 
Input-Output  Analysis:  Technical  Supplement 
(multilithed for the Conference on Research 
in Income and Wealth, for limited circulation) 
Distribution's Place in the American Econ-
omy since 1869 reports that the distribution 
of goods  has employed a  rapidly increasing 
share of the labor force since 1930. In  the first 
extensive study ever made of the "output" per 
man-hour of the distribution industries,  Dr. 
Barger reports an increase of 20 per cent be-
tween 1929 and 1949; this is a much smaller 
rise than in commodity producing industries. 
However,  the  study  shows  that the cost of 
distribution, taken as a percentage of the retail 
sales  dollar,  has  not increased  shice  World 
War I. 
Personal  Income  during  Business  Cycles 
shows how the different kinds of personal in-
come - wages and salaries, property income, 
dividends, farm income, transfer payments-
respond to business cycle changes.  The study 
also provides a statistical analysis of how far 
farm price supports, unemployment insurance, 
and federal income tax reductions have offset 
losses  in personal income during recessions. 
Minimum  Price  Fixing  in  the Bituminous. 
Coal Industry is  the most comprehensive in-
vestigation ever made of an attempt by govern-
ment to regulate the price of a natural resource 
at the point of production.  It is a detailed rec-
ord and analysis of the determination and ad-
ministration  of  minimum  prices  under  the 
Bituminous Coal Act of 1937. 
Consumption and Business Fluctuations: A 
Case  Study  of the  Shoe,  Leather,  Hide  Se----------- ----_. ---~------------------
quence  shows  how  consumer  spending  for 
shoes  reacts to changes in income,  how fast 
the reaction comes,  how  rapidly it is  trans-
mitted back to the wholesaler, producer, and 
supplier of raw materials.  Dr. Mack's study 
traces the fortunes of the shoe industry during 
business  cycles  and other short-run  changes 
in business  conditions. 
Urban  Mortgage  Lending:  Comparative 
Markets and Experience summarizes data on 
~e  markets and lending experience of institu-
tional  lenders.  Cross-institutional  compari-
sons  and risk studies cover the mortgage in-
vestment experience of the last thirty years. 
Short-Term Economic Forecasting presents 
seven papers evaluating methods of predicting 
the behavior of economic variables over one 
or two years. Most of the statistical and mathe-
matical  techniques  now  being  used  for this 
purpose are covered. 
. Inpu!-Output Analysis: An Appraisal pro-
Vides  eight papers appraising a new and con-
troversial tool of economic analysis.  Special 
attention  is  given  to  the  input-output  table 
prepared by the Division of Interindustry Ec0-
nomics of the Bureau of Labor Statistics and 
covering  the  1947  production  of  200  in-
dustries.  -
Business Concentration and Price Policy is 
a collection of essays on the nature and extent 
of  concentrated  power  in  today's  economy 
and on the forces that have determined con-
~ntration.  The  analysis  covers  such  ques-
tiO~ as the effect of concentration on pricing 
policy and on market relationships, the com-
parative efficiencies of large and small enter-
prise,  the  effects  of taxes  on concentration 
and the history of mergers.  ' 
Capital  Formation  and Economic Growth 
is  ~ ~?llection .of  papers studying the  major 
actiVities by which capital is formed: saving of 
res~urces, financing mechanisms, and patterns 
of mvestment.  The investigation is focused on 
the ways in which capital formation infiuences 
and in turn is infiuenced by economic growth. 
Among the subjects  covered  are  relation  of 
rate of saving to income, the flows of invention 
and innovation, investment decisions in under-
developed countries, Soviet economic growth, 
and theoretical models of the process of eco-
nomic growth. 
Policies  to  Combat  Depression  presents 
twelve  papers  studying  our present defenses 
against severe economic downturns.  The sta-
bilizing effects of the fiscal structure (quanti-
fied  on the basis  of an economic model and 
examined in detail for the personal and cor-
porate income tax, state  and local revenues, 
and the farm price support and social security 
program~) are a major subject.  A case study 
of the mild 1948-1949 recession is presented, 
and  another  analysis  distinguishes  various 
kinds  of depressions.  Other papers  take  up 
e.conomic structure in relation to stability, pub-
lic  works  and  housing  policies,  monetary 
policy,  and  international  commodity  price 
stabilization. 
The Ownership of Tax-Exempt Securities, 
1913-1953  traces  the  recent  decline  in  the 
proportion of tax-exempt  securities  held  by 
individuals and the rise in the proportion held 
by commercial banks.  The effect of tax ex-
emption on investment is studied by reference 
to income and estate tax records. 
A  Century and a Half of Federal Expendi-
tures demonstrates that the federal government 
has grown more than ten times as fast as the 
total economy over the past 150 years.  The 
largest increases in federal expenditures have 
occurred at the time of major wars, and after 
all major wars part of the increase in expendi-
tures was maintained: expenditures never re-
turned to the prewar level. 
The Korean  War  and  United  States Eco-
nomic Activity, 1950-1952 analyzes the infiu-
ence of the Korean War and the associated de-
fense mobilization on production, investment, 
consumption, and prices.  Comparisons with 
similar  developments  during  World  War n 
bring out the significance of the reactions of 
consumers  and businessmen to the outbreak 
of war and the prospect of mobilization. 
Agricultural  Equipment Financing  studies 
the  volume  and  uses  of  credit  in financing 
19 farmers'  purchase of agricultural machinery. 
The  varying  sources  of credit  are  also  re-
viewed, as is the role of credit in the mechani-
zation of agriculture. 
Interest as a Source of Personal Income and 
Tax Revenue examines the changes that have 
occurred in the relative importance and dis-
tribution of interest income of individuals since 
World War I, and the effect that these changes 
have had on interest as a part of the income 
tax base and as a source of tax revenue.  The 
effects that changes in the structure of the in-
come tax may have had on fixed interest in-
vestment  are  also  examined.  The  study  is 
part of a larger study of various aspects of the 
individual income tax in the United States. 
Input-Output  Analysis: Technical  Supple-
ment is devoted to the description of inter-
industry (input-output) tables for various sec-
tors of the economy.  It is  a  supplement to 
Input-Output Analysis: An Appraisal, Volume 
Eighteen of Studies in Income and Wealth. 
FORTHCOMING  PUBLICATIONS 
The following reports are in press: 
Moses  Abramovitz  and  Vera  Eliasberg,  The 
Growth of  Public Employment in Great Britain 
Thomas R. Atkinson, The Pattern of Financial 
Asset Ownership: Wisconsin Individuals, 1949 
David M. Blank and George J. Stigler, The De-
mand and Supply of Scientific Personnel 
Milton Friedman, A  Theory of the Consumption 
Function 
Leo Grebler, David M. Blank, and Louis Win-
nick,  Capital  Formation  in  Residential  Real 
Estate: Trends and Prospects 
Donald C. Horton, Patterns of Farm  Financial 
Structure: A Cross-Section View of Economic 
and Physical Determinants 
Gideon Rosenbluth,  Concentration  in  Canadian 
Manufacturing Industries 
George J. Stigler, Trends in Employment in the 
Service Industries 
Capital Formation: Concepts, Measurements, and 
Controlling  Factors,  Studies  in  Income  and 
Wealth, Volume Nineteen 
Problems  in  the  International  Comparison  of 
Economic  Accounts,  Studies  in Income  and 
Wealth, Volume Twenty 
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Regional Income, Studies in Income and Wealth, 
Volume Twenty-one 
Measurement  and  Behavior of Unemployment, 
Special Conference Series 8 
Moses Abramovitz, Resource and Output Trends . 
in  the  United  States  since 1870,  Occasional 
Paper 52 
John W. Kendrick, Productivity Trends: Capital 
and Labor, Occasional Paper 53 
W.  L.  Crum, Fiscal-Year Reporting for  Corpo-
rate Income Tax, Technical Paper 11 
Additional reports that may be issued  in 
1956-1957  include,  among  others,  the  fol-
lowing: 
Gerhard Bry, "Wages in Germany,  1871-1945" 
David Durand, "Bank Stock Prices and the Bank 
Capital Problem" 
Raymond W. Goldsmith,  "Financial Intermedi-
aries in the Saving and Investment Process in 
the American Economy, 1900-1952" 
W. Braddock Hickman, "Corporate Bond Quality 
and Investor Experience" 
Daniel M.  Holland, "The Differential Tax Bur-
den on Stockholders" 
Clarence D. Long, "The Labor Force and Ec0-
nomic Change" 
Oskar  Morgenstern,  "International  Financial 
Transactions and Business Cycles" 
Alvin  S.  Tostlebe,  "Capital Formation and Fi-
nancing in Agriculture, 1870-1950" 
"Review of National Income Estimates," Studies 
in Income  and Wealth,  Volume Twenty-two 
CONFERENCES  AND  RELATED 
ACTIVITIES 
Conference on Research in Income 
and Wealth 
Two meetings were held during 1955: the first, 
on  regional  income,  at Duke  University  in 
June and the other, on the national income 
estimates of the Department of Commerce, at 
the Carnegie Center (New York City) in No-
vember.  The following papers were presented 
at the June meeting: 
"Conceptual Issues of Regional Income Estima-
tion," by Werner Hochwald, Washington Uni-
versity and Federal Reserve Bank of St. Louis 
"Problems of Assessing Regional Economic Prog-
ress," by Harvey S. Perloff, Resources for the 
Future, Inc. -~ 
"The Value of the Regional Approach in Ec0-
nomic Analysis," by Walter Isard, Massachu-
setts Institute of Technology 
"The Geographic Area in Regional Economic Re-
search," by Morris B. Ullman and Robert C. 
Klove, Bureau of the Census 
"Analysis of Interstate Income Differentials: The-
ory and Practice," by Frank A. Hanna, Duke 
University 
"Interregional  Differentials  in  per  Capita  Real 
Income Change," by Abner Hurwitz and Car-
lyle P. Stallings, Bureau of Labor Statistics 
"City Size and Income, 1949," by Edwin Mans-
field, Carnegie Institute of Technology 
"Appraisal of Alternative Methods of Estimating 
Local Area Incomes," by Lorin A. Thompson, 
University of Virginia 
"Measurement of Agricultural Income of Coun-
ties," by John L. Fulmer, Emory University 
"Development of Postcensal Population Estimates 
for Local Areas," by Henry S.  Shryock, Jr., 
Bureau of the Census 
Charles F. Schwartz was chairman of the pro-
gram  committee  for  this  conference,  and 
Frank A. Hanna served as conference editor 
for the proceedings, which are in press. 
The November meeting was held under the 
chairmanship of Raymond W. Goldsmith. The 
papers as they will appear in the proceedings 
follow: 
PART  I 
"The Conceptual Basis of the Accounts:  A  Re-
examination," by George Jaszi, Department of 
Commerce 
PART  II - The Income Side 
"Some  Theoretical  Aspects,"  by  Raymond  T. 
Bowman, Bureau of the Budget, and Richard 
Easterlin, University of Pennsylvania 
"A Business User's Viewpoint," by Morris Cohen-
and Martin R. Gainsbrugh, National Industrial 
Conference Board 
PART  ill  - The Product Side 
"Some Theoretical Aspects," by Everett E. Hagen, 
Massachusetts  Institute  of  Technology,  and 
Edward C. Budd, Yale University 
"A Business User's Viewpoint," by Kenneth D. 
Ross, Stein Roe and Farnham 
PART  IV 
''The Design of Accounts," by T. C. Schelling, 
Yale University 
"Organization and Content of the Accounts," by 
David  W.  Lusher,  Council  of  Economic 
Advisers 
"Proposal  for  a  Revised  Set of Summary Ac-
counts and Supporting Financial Details," by 
Morris A. Copeland, Cornell University 
PART  V 
"Suitability of the Accounts for Short-Term An-
alysis,"  by  V  Lewis  Bassie,  University  of 
Illinois 
"A Survey  of Business  Uses  of the  Data," by 
Paul Kircher, University of California at Los 
Angeles 
PART  VI 
"Measurement  of Real  Product,"  by John W. 
Kendrick, National Bureau of Economic Re-
search 
PART  VII 
"Business Plant and Equipment," by Eric Schiff, 
Machinery and Allied Products Institute 
"Capital Consumption and Net Capital Forma-
tion," by Solomon Fabricant, National Bureau 
of Economic Research 
"Saving," by Raymond W. Goldsmith, National 
Bureau of Economic Research 
PART  VIII 
"Agricultural  Income,"  by  Karl  A.  Fox,  Iowa 
State College 
"Business and Professional Income," by Stanley 
Lebergott, Bureau of the Budget 
"Extractive  Industries,"  by Joseph  Lerner,  Re-
sources for the Future, Inc. 
"Financial Intermediaries," by Clark Warburton, 
Federal Deposit Insurance Corporation 
PART  IX 
"Seasonal Adjustment of the Income and Product 
Series," by Geoffrey H. Moore, National Bu-
reau of Economic Research 
Joseph  A.  Pechman  (chairman),  Richard 
Easterlin, and Harlow D. Osborne are serving 
on the editorial committee to assist with the 
preparation of these proceedings. 
The only conference scheduled for 1956 was 
held at Princeton University on March 23-24 
and was devoted to an appraisal of the 1950 
census income statistics. George Garvy (chair-
man), Dorothy S. Brady, Selma F. Goldsmith, 
and Herman P. Miller served on the program 
committee, and Mr. Garvy is to be the confer-
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ence editor.  The following papers were pre-
sented: 
"Some Frontiers of Size Distribution Research," 
by Thomas R. Atkinson, Federal Reserve Bank 
of Atlanta 
"Decennial Census and Current Population Sur-
vey Data on Income," by Edwin D. Goldfield, 
Bureau of the Census 
"Relation of Census Income Distribution Statis-
tics to Other Income Data," by Selma F. Gold-
smith, Department of Commerce 
"Reason for Differences in Survey Estimates of 
Income:  Survey  of Consumer  Finances  and 
Census Quality Check," by Monroe G. Sirken, 
National  Office  of  Vital  Statistics,  E.  Scott 
Maynes, University of Michigan, and John A. 
Frechtling, Ford Motor Company 
"Coordination of PES and Old-Age and Survivors 
Insurance Earnings," by  Benjamin J.  Mandel 
and Irwin Wolkstein,  Social Security Admin-
istration 
"Comparison  of Income  Reported  in  the  1950 
Census and on Income Tax Returns," by Her-
man P. Miller and Leon R.  Paley, Bureau of 
the Census 
"Post-Enumeration Survey: Study of Income Dis-
tributions of the 1950 Census of Population," 
by Leon Pritzker, Case Institute of  Technology, 
and Alfred Sands, Bureau of the Census 
"Appraisal of the Census Income Data for Farm 
Families," by D. Gale Johnson, University of 
Chicago 
"Validity of Field Survey Data for Low Income 
Groups,"  by  Eleanor  M.  Snyder,  Bureau of 
Labor Statistics 
"Changes in the Industrial Distribution of Wages 
in the United States, 1939-1949," by Herman 
P.  Miller, Bureau of the Census 
"Some Income Adjustment Results from the 1949 
Audit Control Program," by Marius Farioletti, 
Treasury Department 
"Summary and Outlook," by George Garvy, Fed-
eral Reserve Bank of New York 
A meeting is planned for the spring of 1957 
on nineteenth-century economic data.  Mem-
bers of the planning committee are Harold F. 
Williamson  (chairman),  Stanley  Lebergott, 
and John Sawyer. 
Short-Term Economic Forecasting, Volume 
Seventeen,  and  Input-Output  Analysis:  An 
Appraisal, Volume Eighteen, of Studies in In-
come  and Wealth,  were  published.  Capital 
Formation: Concepts, Measurement, and Con-
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trolling Factors,  Volume Nineteen, Problems 
in the International Comparison of Economic 
Accounts, Volume Twenty, and Regional In-
come, Volume Twenty-one, are in press. 
The members of the Executive Committee 
of the Conference are George Jaszi, Chairman, 
Raymond T. Bowman, Martin R. Gainsbrugh, 
George Garvy, S. A. Goldberg, Raymond W. 
Goldsmith,  Frank  A.  Hanna,  Edgar  M . 
Hoover,  Stanley  Lebergott,  and  Joseph  A. 
Pechman.  Mildred E. Courtney is  Secretary. 
Special Conferences 
In October a conference on consumption and 
economic development, sponsored by the Uni-
versities-National Bureau Committee for Eco-
nomic  Research,  was  held  at the Woodrow 
WIlson School of Public and International Af-
fairs, Princeton University. The program com-
mittee consisted of Ruth P. Mack, Chairman, 
Dorothy S.  Brady, Reavis Cox, Karl A. Fox; 
Elizabeth E. Hoyt, Margaret G. Reid, Arthur 
Smithies,  and James Tobin; Muriel De Mar 
was Secretary.  The following papers, submit-
ted in advance, were discussed at the meeting: 
"Changing Consumption in Indian Guatemala," 
by Sol Tax, University of Chicago· 
"Consumption and Economic Change in Puerto 
Rico,"  by  Simon  Rottenberg,  University  of 
Chicago 
"International and Intertemporal Comparisons of 
the Structure of Consumption,"  by Irving B. 
Kravis, University of Pennsylvania 
"International Comparisons of Patterns of Family 
Consumption," by Faith M. Williams, Bureau 
of Labor Statistics 
"Impact  of Long-Term  Structural  Changes  on 
Family Expenditures: 1888-1950," by Eleanor 
M. Snyder, Bureau of Labor Statistics 
"Price  Elasticities  of Demand  for  Nondurable 
Goods," by Richard J. Foote, Department of 
Agriculture 
"A Statistical Study of Factors Intluencing Tem-
poral Variations in Aggregate Service Expen-
ditures,"  by  Robert  Ferber,  University  of 
Dlinois 
"A Dynamic Element in Consumption: The TV 
Industry," by Alfred Oxenfeldt, Boni, Watkins, 
Mounteer & Co., Inc. 
"Some  Factors  Affecting  Saving  of  Different 
Groups," by  Irving Schweiger,  University of 
Chicago "A Theory of the Relation between Income and 
Saving,"  by  Milton  Friedman,  University  of 
Chicago 
We expected to assemble a  mimeographed 
collection of the papers and discussions and 
make them available at a nominal price to the 
interested students of the subject.  However, 
we understand that a large number of papers 
and comments will probably appear in Con-
sumer  Behavior,  a  publication  by the  New 
York University Press, and this  may make it 
desirable to reconsider the need for a mimeo-
graphed collection. 
A  conference  on  international  economics 
was held at Princeton University on April 13-
14,  1956.  The program committee consisted 
of Gottfried Haberler, Chairman, Thomas C. 
Schelling, Charles P. IGndleberger, Herbert B. 
WOOlley,  E.  M.  Bernstein,  Ragner  Nurske, 
O. A. Elliott, Solomon Fabricant, and Robert 
Lichtenberg  was  Secretary.  The  following 
papers were presented at the conference: 
"Transactions between World Areas in 1951," by 
Herbert B. Woolley, National Bureau of Eco-
nomic Research 
"World Transportation Account, 1950-1953," by 
Herman  F.  Karreman,  National  Bureau  of 
Economic Research 
"The Commodity Composition of Trade: Selected 
Industrial  Countries,  1900-1954," by Robert 
Baldwin, Harvard University 
''The Terms of Trade and Economic Develop-
ment,"  by  Charles  P.  Kindleberger,  Massa-
chusetts Institute of Technology 
. "Primary Effects on Employment of Shifts in De-
mand from Domestic to Foreign Products," by 
Walter S. Salant, Brookings Institution 
"~actor Proportions and the Structure of Amer-
ican Trade: Further Theoretical and Empirical 
Analysis," by Wassily Leontief, Harvard Uni-
versity 
"Some Econometric Contributions to the Analysis 
of  Balance  of  Payments  Mechanisms,"  by 
Arnold C.  Harberger,  University of Chicago 
"Strategic Factors in Balance of Payments Ad-
justment," by E.  M. Bernstein,  International 
Monetary Fund 
Plans for a  conference on the quality and 
economic significance of anticipations data, to 
be held in 1956 or 1957, are being drawn by a 
committee consisting of Albert O. Hart, Chair-
man,  Martin  Gainsbrugh,  George  Katona, 
Stanley Lebergott, Franco Modigliani, Geof-
frey H. Moore, and Guy H. Orcutt.  Robert E. 
Lipsey  will act as  Secretary.  Proposals for 
future  conferences  on population  and  ec0-
nomic change and on state and local finance 
are being considered. 
Twenty-nine universities  offering  graduate 
work in economics and emphasizing research, 
together with the National Bureau, are repre-
sented  on  the  Universities-National  Bureau 
Committee for Economic Research. 




Carnegie Institute of 
Harold M. Somers 
John B. Condliffe 
Technology  G. L. Bach 
Chicago  H. Gregg Lewis 
Columbia  George J. Stigler 
Cornell  M. Slade Kendrick 
Duke  Joseph J. Spengler 
Harvard  Arthur Smithies 
lllinois  V Lewis Bassie 
Iowa State  Elizabeth E. Hoyt 
Johns Hopkins  G.HebertonEvans,Jr. 
Massachusetts Institute 
of Technology  M. A. Adelman 
McGill  Donald B. Marsh 
Michigan  Gardner Ackley 
Minnesota  Francis M. Boddy 

















Milton S. Heath 
Richard B. Heflebower 
Raymond T. Bowman 
Oskar Morgenstern 
M. C. Urquhart 
Moses Abramovitz 
Eastin Nelson 
D. C. MacGregor 
William H. Nicholls 
Rutledge Vining 
James S. Earley 
Richard Ruggles 
Other  members  of the  Committee  include: 
Edgar  M.  Hoover,  A.  D.  H.  Kaplan,  and 
Dexter M.  Keezer,  Members at Large;  and 
Solomon Fabricant, representing the National 
Bureau of Economic Research. 
The  members  of its  executive  committee 
are:  George  J.  Stigler,  Chairman,  Gardner 
23 Ackley, Vice-Chairman, M. A. Adelman, Sol-
omon Fabricant, Edgar M. Hoover, H. Gregg 
Lewis,  and William H. Nicholls.  William  J. 
Carson is Secretary of the Committee. 
DIRECTORS  AND  RESEARCH 
STAFF 
C. Arthur Kulp, Dean of the Wharton School 
of Finance and Commerce, was elected Direc-
tor by Appointment of the University of Penn-
sylvania in June 1955 to fill the unexpired term 
of  C.  Canby  Balderston  who  resigned  in 
August 1954 to accept appointment as a mem-
ber of the Board of Governors of the Federal 
Reserve System. 
Frederick V. Waugh resigned as Director by 
Appointment  of  the  American  Farm  Eco-
nomic Association effective with the close of 
the 1956 Annual Meeting. Harold G. Halcrow 
was nominated to fill the unexpired term. 
Upon his  appointment in April 1955 as  a 
member of the Council of Economic Advisers, 
Raymond J.  Saulnier was  granted a leave of 
absence as a member of the research staff and 
as Director of the Financial Research Program. 
Richard Easterlin of the University of Penn-
sylvania, Eugene M. Lerner of the University 
of Idaho, and T. M. Stanback, Jr. of the Uni-
versity of North Carolina were appointed Re-
search Associates for 1955-1956. 
SOURCES  OF  SUPPORT 
In  1955,  the  National  Bureau's  work  con-
tinued  to  receive  financial  support  from  a 
variety of sources.  The sources included phil-
anthropic foundations,  business  associations, 
companies, labor organizations, and individu-
als.  In addition,  royalties  and receipts from 
the sale of publications provided some income. 
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A substantial grant was received from The 
Ford  Foundation  toward  the  National  Bu-
reau's general support over a period of fifteen 
years to help it to continue the present pro-
gram  and  to  plan  related  inquiries.  Other 
foundations from which support came for work 
in  1955  were  The  Rockefeller  Foundation, 
Carnegie Corporation of New York, Alfred P. 
Sloan Foundation, Merrill Foundation for Ad-
vancement of Financial Knowledge, Scherman 
Foundation, and National Science Foundation. 
Still other groups contributed toward the sup-
port of certain projects. 
General  contributions  from  companies, 
labor  organizations,  and  individuals  consti-
tuted about  16 per cent of the total budget. 
The  sum  received  from  these  sources  was 
slightly  larger  than  the  amount  received  in 
1954. 
Receipts from  the sale of publications in-
cluded royalties  on books sold by  Princeton 
University Press  and receipts from  the  sales 
by the National Bureau of books to contribu-
tors and by sales of Occasional and Technical 
Papers.  Income from these sources, however, 
constituted only  a  small  fraction of the  Na-
tional Bureau's budget.  Information on how 
to order National Bureau publications, and a 
full list of reports published since  1920, will 
be found on pp. 88 and 81-87. 
RESEARCH  IN  PROCES'S 
Reports by members of the staff on their re-
search activities during 1955 are presented in 
Part Three.  The findings  briefly  mentioned 
there have not yet been subjected to the full 
critical  review  accorded  the  National  Bu-
reau's studies and are therefore tentative and 
provisional. 